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ECU PRIMARY MARKET PARTICULARLY ACTIVE 
Activity in the primary market for ecu-denominated bonds 
was buoyant in September, attracting sovereign borrowers 
and quality private issuers. It was primarily the Council of 
Europe which aroused strong demand and revived the 
market by offering quality paper, as the market expected, 
but in a limited amount. The Council, and subsequently 
Crédit Local de France, took advantage of the favourable 
market conditions for debt restructuring. Both these 
borrowers were able to buy back previously-issued paper 
on the secondary market and issue new bonds on current 
market terms. 
Sovereign borrowers were not left behind: the Kingdom of 
Sweden raised ECU 500 million, Italy created a new line of 
five-year CTEs in an initial amount of ECU 750 million and 
France issued a new ECU 1 050 million OAT maturing in 
2004 which is expected to establish a ten-year benchmark 
and be among the bonds available on the MATIF in 1994. 
All these issues satisfied the expectations of investors, who 
have been offered very few coupon issues recently. 
Investor reception was all the more enthusiastic as 
September saw a substantial flow of redemptions in ecus, 
amounting to over ECU 400 million, and the total will be 
even greater in October at around ECU 700 million. 
On 1 September the Bank of England launched its ESO 
clearing/settlement system for ecu-denominated paper. 
This new system, which is designed to improve market 
liquidity and boost the repo market, offers same-day 
settlement. An estimated 80% of transactions relating to 
ecu-denominated paper are currently carried out in 
London. 
The decision by the countries participating in the 
intervention and exchange-rate mechanism of the 
European Monetary System to extend the fluctuation bands 
to 15% was followed in most countries by a substantial fall 
in long-term interest rates - i.e. those which are determined 
by the finance markets and over which the monetary 
authorities have least control. 
Following the widening of the fluctuation margins at the 
beginning of August and after a few disturbances, by the 
end of September a certain calm seems to have returned 
to the foreign-currency market. Since 25 August no 
currency has been outside its former fluctuation band, 
allowing for an effective appreciation of the DM and HFL of 
around 3.5% and an effective depreciation of the DKR of 
around 3.5%. 
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A graph of the bilateral fluctuations of the ERM currencies. 
Yearly and monthly issues of ecu bonds. 
EMCF rate, interest rates on ecu deposits and yields on ecu bonds. 
Last month's ecu bond issues. 
Consumer price indices in national currencies. 
Consumer price indices in ecus. 
Yearly, monthly and daily ecu exchange rates. 
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TABLE I 
BILATERAL FLUCTUATIONS OF THE ERM CURRENCIES 
I I I I I I I I I I I I I I I I I I I I I 
29 
July August 
CENTRAL RATES AND INTERVENTION LIMIT RATES, IN FORCE SINCE 2 AUGUST 1993, FOR 


















































































































































































































































(1) These buying and selling rates will not be operational. Reflecting a bilateral agreement between the German and the Dutch monetary 
authorities, the following rates will continue to apply : selling rate Fl. 100 in Frankfurt: DM 90.7700; buying rate Fl. 100 in FrankfurtDM 
86.7800; selling rate DM 100 in Amsterdam: Fl. 115.235; buying rate DM 100 in Amsterdam Fl. 110.1675. 
The Greek drachma, the Pound Sterling and the Italian Lira do not participate in the exchange mechanism. 
TABLE II 



























































2 180 453 
3138 575 
4141 425 
3 565 550 
4 478 2 500 















































































































Recording based on the payment date 
TABLE III 
OPERATIONS RATES OF THE EMCF (CALCULATION MONTH, APPLICABLE THE FOLLOWING MONTH) AND 

















































































































































































Council of Europe 
Conseil de Γ Europe 
Credit Local de France 
Banque Indosuez 
(FRANCE) 
De Nationale Investerings 
Bank (DNIB) 
(NEDERLAND) 






















































































Listing: LX = Luxembourg LN = London 
TABLE V 
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Bilateral currency deviation (graph on page 3). 
The various curves should be compared in pairs. To find the 
differential between two currencies, subtract the (positive or 
negative) values along the y-axis corresponding to each 
currency. 
The graph is drawn with the curve of the strongest currency 
above that of the weakest. It shows therefore the relative 
position of each currency vis-à-vis the other currencies. 
When two curves intersect or merge over a period of time there 
is no differential between the two currencies and their market 
exchange rate equals their bilateral central rate. 
The graph is drawn within a horizontal band corresponding to the 
maximum 15% margin of fluctuation applying at any given 
moment to market exchange rates and the bilateral central rates 
of the ERM currencies. This band is divided symmetrically by a 
horizontal axis along which the points would be plotted if all 
currencies were at their bilateral central rate and there were 
therefore no fluctuations. 
The daily market exchange rates of all currencies are compared 
with the relevant bilateral central rates and the differentials 
between the two calculated. 
The maximum fluctuation between two currencies is shown 
within the band, symmetrical with the horizontal axis. The 
fluctuations of the other currencies in relation to either of the two 
currencies in question are shown within the maximum 
permissible fluctuation. 
The curves are drawn by linking the daily points showing the 
relative positions of each currency. 
Exchange rate grid (Table I). 
The intervention limit rates fixed in the official grid do not always 
correspond exactly to + or -15 % of the central rates, since for 
each currency pair (whose exchange rates are inversely 
proportional to one another) the lower limit of the one 
corresponds to the upper limit of the other. 
Ecu bond issues (Table II & IV). 
In table II, issues are recorded as at the payment date. This 
bulletin only covers international and foreign issues in ecus, 
including ecu issues offering the option of conversion into other 
currencies. Main source: International Financing Review 
Table II shows, under the headings: 
-Business sector and Governments: national issuers, both 
private and public. 
-Institutions: the European Investment Bank and the 
Commission of the European Communities (EEC, ECSC, 
Euratom). 
-Organizations: the specialist institutions of the United Nations, 
the World Bank, the Council of Europe, etc 
Table IV shows detailled information of the latest known issues, 
whatever the payment date. 
Interest rates and yields on ecu investments (Table III). 
The interest rates for 1, 3 and 6 month and 1 year deposits are 
calculated on the basis of the Friday London market rates 
(source: Financial Times, London Money Rates, ECU Linked 
Deposit Bid). 
The bonds are classified according to three types of maturities: 
under 5 years, from 5 to 7 years and more than 7 years. The 
redemption yields of ecu bonds are calculated each Wednesday 
from a sample of fixed interest bonds, denominated in ecus and 
listed on the Luxembourg Stock Exchange. These yields are 
weighted by the amounts in circulation, (source: Luxembourg 
Stock Exchange). 
The monthly and yearly averages are the arithmetic means of' 
these weekly interest rates and bond yields. 
Operations rates of the EMCF (Table III). 
The interest rate for transactions in EMCF (European Monetary 
Cooperation Fund) ecus, is the weighted average of the most 
representative rates on the domestic money market of the 
countries whose currencies make up the ecu basket. It is based 
on the weighting of the currencies in the ecu basket as derived 
from the ecu central rates in force. The rate thus calculated for a 
given month applies to EMCF transactions for the following 
month. In table 3, this rate relates to the month upon which the 
calculations are based and not to the (following) month during 
which it is used by the EMCF. 
Consumer price indices in national currency (Table V). 
The consumer price indices in the national currency of each 
country measure changes in the purchasing power of one unit of 
national currency spent in the country concerned. 
Two composite indices are calculated, covering all the Member 
States of the Community (EUR 12) and the nine Member States 
with currencies participating in the European Monetary System 
exchange rate mechanism (ERM). (Although the peseta has 
been participating in the exchange rate mechanism since 
19/06/89 and has been included in the calculation of the ecu 
since 21/09/89, it is only taken into account in the indices 
relating to the ERM which are included in this bulletin for data 
after 30/09/89.) 
These indices are calculated as weighted arithmetic means 
(chain indices) of the national indices, the weighting for each 
Member State being its relative share in the final consumption of 
households of the group of countries in question (EUR 12, 
ERM), expressed in purchasing power standards, at current 
prices and purchasing power parities. 
At the foot of the table, the average weighted fluctuations around 
the mean and the minimum are given for the same groups of 
countries, with the same weightings. (These are calculated as 
weighted averages of the absolute fluctuations in relation to the 
mean and the minimum respectively). They show the degree to 
which price movements in the Member States in the Community 
converge. 
Consumer price indices in ecus (Table VI). 
For each country the index of consumer prices in ecus is 
calculated by dividing the national consumer price index by the 
average movement of the national currency in relation to the ecu 
during the month. It measures the change in the purchasing 
power of one ecu in the country concerned. 
Three composite indices are calculated, covering all the Member 
States of the Community (EUR 12 and ECU), the 9 Member 
States participating in the European Monetary System exchange 
rate mechanism (ERM). (Although the peseta has been 
participating in the exchange rate mechanism since 19/06/89 and 
has been included in the calculation of the ecu since 21/09/89, it 
is only taken into account in the indices relating to the ERM which 
are included in this bulletin for data after 30/09/89.) 
These three indices are calculated as weighted arithmetic means 
(chain-indices). The weightings are defined as follows: for the 
EUR 12 and ERM indices, the relative share of each Member 
State in the final consumption of households for the group of 
countries in question (EUR 12 or ERM), expressed in ecus at 
current prices and exchange rates (annual weighting). For the 
ecu index, the relative share of each Member State's currency in 
the calculation of the ecu (monthly weighting). 
Ecu exchange rates (Table VII). 
The exchange rates for the ecu against the national currencies of 
the Member States of the Community, the USD and yen are 
shown as annual averages, monthly averages (for the current 







DKR DM DRA* ESC FF HFL IRL LFR L i r PTA 
From 21/09/89 the ecu basket has been made up as follows : 
0.1976 0.6242 1.44 1.393 1.332 0.2198 0.008552 0.13 151.8 6.885 
Ecu central rates from 14/05/93 
7.43679 1.94964 264.513 192.854 6.53883 2.19672 0.808628 40.2123 1793.19 154.250 
Weights of currencies on 14/05/93, calculated on the basis of current central rates, expressed in % : 





* does not participate in the exchange rate mechanism. 
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